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Executive summary

2023 growth target “around 5%?” at the NPC; our latest forecast at 4.8%
Post-reopening recovery is bumpy and uneven
Solid recovery in 1Q at 10.4%q/q saar, but loss of momentum in 2Q at -0.6%q/q saar
Full-year 2023 growth forecast: downward revision to 4.8%yl/y (real terms); 4.1%y/y (nominal terms)
Quarterly profile: 10.4% / -0.6% / 4.1% / 4.5%q/q saar in the four quarters, respectively
Growth drivers: consumption and investment to contribute 3.4%pts and 1.6%, net exports to drag 0.3%pt
Uneven recovery; notable near-term headwinds

Uneven recovery: services vs. production, catering / jewelry sales vs. other consumption, policy tailwind
sectors (e.g., NEV) vs. other sectors, public vs. private investment

Double-dip in the housing market is the new baseline, with weak land sales and new home starts,
potential spillover to shadow bank risks and LGFV stress

A key policy challenge is weakness in private-sector confidence (corporates, households, homebuyers).
External sector headwinds
Policy easing started in June, with more to come, but no bazooka-like stimulus

Fiscal: policy bank support; acceleration in special local government bond issuance in Aug-Sep; central
government may allow provincial governments to use remaining room from local government debt ceiling
to mitigate local government debt pressure

Monetary: 15bp 1y MLF rate cut and 10bp 7d reverse repo rate cut in August, followed by 10bp 1y LPR
cut but no change in 5y LPR; expecting 25bp RRR cut in 3Q, plus structural monetary policy instruments

Housing: policy relaxation in coming weeks, e.g., mortgage policy and home purchase restrictions
Tolerance for flexible CNY movements
2 JPMorgan



China economic outlook

Table: China economic indicators

Average
2016-20 2021 2022 2023f
Real GDP, % change 5.7 8.1 3.0 4.8
Consumptiont 2.9 5.3 1.0 3.4
Inv estmentt 2.5 11 15 1.6
Net tradet 0.2 1.7 0.5 -0.3
Consumer prices, %oy a 2.2 0.9 2.0 0.4
% Dec/Dec 2.1 1.5 1.8 0.6
Gov ernment balance, % of GDP -3.0 -3.1 2.8 -3.1
Merchandise trade balance (US$ bn) 451 554 685 650
Ex ports 2301 3220 3,364 3,214
Imports 1,851 2,666 2,679 2,564
Current account balance 156 317 418 257
% of GDP 1.2 1.8 2.3 1.4
International reserves, (US$ bn) 3129 3271 3,081 3,191
1. Contribution to growth of GDP.
Source: NBS; J.P. Morgan forecasts
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We forecast full-year growth at 4.8% for
2023, but nominal growth only 4.1%

Deflation risk: GDP deflator, PPIl. Low CPI inflation

We estimate augmented deficit at 12.9% of GDP
for 2022 (1.9%pts higher than 2021), which will
fall by 1.3% to 11.7% of GDP in 2023

Net exports will turn from a lift factor to a
drag factor in 2023.

We estimate current account surplus at 1.4%
of GDP in 2023.
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China economic outlook

%2023 growth target: “around 5%”

" Policy pivot in November 2022 contributed to 1Q23 recovery, but followed by big loss

of momentum in 2Q

" Near-term headwinds: housing activities slowed down again; weak demand
(domestically and externally); weak confidence and private investment; deflation risk;

youth unemployment

% Full-year 2023 growth forecast is 4.8%y/y (real term); nominal GDP growth will likely

slow t04.1%

Growth forecasts

China: Real GDP growth
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Growth target

China real GDP growth vs. government's growth target
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Reopening theme

Solid mobility recovery

Subway traffic index (29 cities)
Index, GDP weighted, 7dma
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Deadweight tonnage of departing ships

China exports
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International flights

China's scheduled flights to oversea destinations
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Service production index

China: Service production index
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Post-reopening recovery is divergent

IP breakdown by product

IP breakdown by product
%
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FAIl in breakdown

FAI growth by industry
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Retail sales breakdown by component

Retail sales growth breakdown
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Public vs. private investment

FAI growth: Public vs private sectors
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Market concerns

Top concerns about China

Which issues on China concerns you the most?

%
Housing market stability

Sustained intervention in private sector

De-globalization and supply chain
realignment

China growth weakness

Further shift in centralization of CCP
authority

China-Taiwan relations

0 10
Source: J.P. Morgan Strategic Research. Survey on April 17, 2023.

Japanification?

Real GDP growth
%
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Macro: Nominal GDP matters

Nominal GDP and GDP deflator
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GDP deflator

2021 2022 2023
Source:NBS, J.P. Morgan

Total and government debt m Total debt
% of GDP = General government debt
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Note: JPM estimates for China as of 4Q22, and government debt includes central and local
governemnt debt and LGFV debt; BIS estimates for other economies as of 3Q22.
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Consumption and services
Excess saving: divergence between urban and rural households

GDP vs. income growth Saving rate
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Consumer confidence declined in 2Q Service production index
PBOC depositor survey and saving rate China: Service production index
Diffusion Index %, sa %o0ya
56 - Future employment expectation - 28 35 -
Y R I — | 30
5 30 % |
52 L 32 20
50 - 15
- 34 i
48 A 12 _—"_-—.-\__"-\-—'-
i - 36
. . : AP
44 4 Future income confidence Savingrate =~ '\ ; - 38 -5 1 \/ V
\ - -
42 T T T T T 40 _ig r r r r r r
2018 2019 2020 2021 2022 2023 2017 2018 2019 2020 2021 2022 2023
Source: PBOC, NBS, J.P. Morgan Source: NBS, J.P. Morgan

8 JPMorgan



Investment: double-dip in the housing market

Housing market

Housing policy and housing market activity

Index, in reverse order . N
Housing policy index Index
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Housing transaction / completion

Real estate market activity

%oya 3mma Floor space sold

75 A Floor space started

50

e
i

25 -
0 1%

-25 -

e
R
-

Floor space completion

-50

13 15 17 19 21 23
Source: NBS, J.P. Morgan

Home price

China: 70-city property price
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Land sales still weak

Housing activity
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Land sales revenue Real estate
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Housing market: double-dip is the new baseline
Cross-city divergence

China's house prices China developers' home sales
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Housing market slowdown is structural Falling land sales

China's land sale revenue

Breakdown of housing demand Trillion yuan, 12-month rolling

= Implied upgraders/ investment demand

million units -
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Source: CEIC, NBS, CREIS, Soufun, J.P. Morgan estimates
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LGFV stress

Total and government debt m Total debt China LGFV debt
% of GDP u General government debt 0
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governemnt debt and LGFV debt; BIS estimates for other economies as of 3Q22.

Government debt breakdown LGFV bond maturity amount

Breakdown of government debt in China LGFV bond maturity amount (by rating)
% of GDP RMB trillion
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LGFV stress

LGFV debt repayment capacity (sample median) Breakdown of local government fund revenue
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LGFV stress

LGFV bonds spread within the province

LGFV bonds spread within the province
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Provincial land sales revenue

Provincial land sale revenue
% of 2019
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Provincial government fiscal self-sufficiency

Provincial government fiscal self-sufficiency
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China provincial debt risk matrix
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LGFV stress

Table: Provincial debt burden and fiscal strength

. . Fiscal self- - -
Province Total debt GDP per capita Fiscal revenue sufficiency Land sale revenue  Special LGB Depsit-Loan Coupon-MLF rate  Cash/ST debt
%% GTGDP RVBTh %% GFGDP % %% oF2019 RMB b %% of debt % %
Beiing | | 436 190 137 v 121 80 30| | 10 17
Fujian ] 50.3 127 63 59 105 183 | 138 | 13 06
Guangdong || 305 102 103 72 87 431 1152[ | 08 10
Hanan [ | 611 67 122 40 106 2 396 | 11 18
S Hebei | 564 57 96 4 72 229 1073 | 20 05
& Jangsu | | 952 144 75 62 122 176 82 | 17 05
Shandong [ | 622 86 8.1 59 84 347 433 | 20 05
Shanghai [ | 36.9 180 17.0 81 253 35 3999 | 07 18
Tianjn | 1519 119 113 67 3 2] 197 | | 26 03
Zhejang | 1232 118 103 67 %0 262 20 | 15 05
Anhui | T 757 74 80 3 97 71 54| 17 07
Henan [ | 544 62 69 40 67 248 527 20 0.4
B Hubei | | 752 92 6.1 3 77 185 184| I 05
S Hunan | | 872 74 6.4 7 9 149 176| |22 03
Jangxi | 108.4 7 9.2 40 92 173 200 | 20 06
Shanxi [ 337 74 135 59 63 68 1489 | L7 12
Chongging | 1048 o 72 43 61 140 | 40 26 03
Gansu 1274 45 8.1 21 50 7| 82 20 03
Guangxi | | 968 52 6.4 29 56 89 121 33 03
Guizhou | 1344 52 9.4 . 76 48 309 38 0.1
Inner Mongoli| \ 46.9 96 122 48 79 28 543 2.7 0.6
§ Nngia [ 451 70 9.1 29 113 2] 182 28 02
2 Onghai | | 930 61 9.1 17 61 14 155| 3.2 03
Schuan | 1321 68 86 a1 11 207 252 22 0.4
Shaanxi | | 838 83 10.1 49 179 97 555 | | 24 0.4
Tibet ] 496 58 8.4 7 2 865 | 13 0.4
Xinjang | 726 69 106 33 60 117 251 |18 06
Yuman [ | 704 62 6.7 29 29 12 | 102[ 34 0.4
§ Helongiang | | 537 51 8.1 2 25 43 1392 3 02
= L L 39
& Laonng | | u3 69 87 40 48 87 2010 35 02
£ L L3
S Jiin | | 885 55 65 21 e 61 467 33 05
National average 76.8 84 9.2 433 84.8 129.0 59.6 2.2 0.6

Source: CEIC, Wind, CREIS, J.P. Morgan

Note: 2022 numbers in the table. Fiscal self-sufficiency is measured by local-level fiscal revenue over ex penditure. Total debt includes local government debt and LGFV debt
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Deflation risk

Low CPI with PPI deflation

China's inflation dynamics
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Slower nominal GDP growth

Nominal GDP and GDP deflator
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Deflation risk
Food price breakdown

Table: China CPI basket weight
Items Weight (2010) Weight (2020; ange

China food price breakdown

%pts s Grain

Food, tobacco& liquor 36.3 0.1 6.2 2 - Pork

- Food 28 2.0 1.8 20 A mmmm Vegetablesg fruits
Clothing 9.2 5.8 34 16 Others
Residence 14.7 24 8.7 Food headline

- Utility: Water, electricity&. fuel - 57 - 12
Household facilities, articles& services 6.0 59 01 8
Transportation&communication 1.3 13.0 17 4

- Vehidle fuel - 27 - 0
Education, culture& entertainment 129 101 2.8 4
Healthcare& medical services 9.7 87 -1.0 g 4
Miscellaneous goodsé. services ) 29 : % 17 18 19 2 2 2 2B
Source: NBS, J.P. Morgan Source: NBS, J.P. Morgan

Food, esp. pork price, has been a key driver for CPI inflation

Pork price dynamics

Contribution to CPlI inflation CPI pork prices and pork supply
‘? %oya %oya, reverse scale
1  Headiinecri 150 - Pork CPI - .50
Food %pt contribution 100 - Number of sow in stock - .25
(lead by 3 months)
50 - L 0
A /\ .""\\—_ S
V\L_\ /,' N 0 - o 25
Pork %pt contribution A
2 T T T T T -50 50
2018 2019 2020 2021 2022 2023 Jan 19Ju| 19Jan 20 JuI 20 Jan 21Ju| 21 Jan 22 JuI 22Jan 23Ju| 23
Source: NBS, J.P. Morgan Source: NBS, J.P. Morgan
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Deflation risk
Modest pass-through from global energy prices

Family service prices and wage growth China energy CPI and global oil price
%ovya, both scales %oya, both scales \
d Family service y JPM f'cast
14 1 w b (RHS r 20 16 4 Brent oil price r 160
- age growt —_—
12 + ge growth (RHS) 1.2 A - 120
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Source: NBS, J.P. Morgan; Average wage growth per annum compared to 2019 for 2021. Source: NBS, J.P. Morgan; Energy=weighted average of vehicle fuel and utility prices.
PPl and commodity price PPl and commodity price
China: PPI vs. global commodity price index China PPI and global commodity prices
%oya, both scales ) %pt contribution to PP] %0ya %oya
70 - China PPI - 15 15 - [ PPl consumer 75
J.P. Morgan commodity - 12 PPI producer
50 F _ L
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5 25
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r 3 5 25
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China’s Japanification risk
Population aging is moving faster in China

Aged population (65 and above) Government debt

% of total population % of GDP

20 - ~ o 150 - Japan (N=1991)
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Source: CEIC, NBS, J.P.Morgan

Room for policy rate cuts is smaller China’s housing price overvaluation is less severe

Policy rate Home price | income ratios in China
%p.a. _ . _ Ratio . .
Japan (N=1991) China (N=2021) All cities Tier1
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Source: BOJ, PBOC, J.P. Morgan Source: Wind, J.P. Morgan calculation (90sqm apartment price).
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China’s Japanification risk

China: protect house prices, volumes correct dramatically

China's housing market correction
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Corporate and household debt

Corporate and household debt
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19

Japan: prices and volume fell simultaneously

Japan's housing market correction

Million units 1990=100
2.5 - 100
. Land price
Land transactions
- - 85
2.0 ] \/\
N - 70
15
- 55
.0 -+ttt trTr 40
90 95 00 05 10 15 20
Source: CEIC, J.P. Morgan
Manufacturing vs. services in China
Manufacturing vs. services in China
% of GDP
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Youth unemployment

Record-high youth unemployment; data release suspended

China: Survey-based unemployment rate
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Changes in labor supply: more college graduates

Changing labor supply

Million persons .
u New increased urban employment

12 m
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Newly graduated college (and above) students
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Source: NBS, CEIC, J.P. Morgan

Global experience

Unemployment rates in selected countries (%)

Country Period Average unemployment rate | Peak unemployment rate

Aggregate Youth Aggregate Youth
us 1Q00-1Q23 58 122 14.4 26.9
UK 1Q00-1Q23 55 129 85 202
ltaly 1Q00-1Q23 93 288 144 47.0
Spain 1Q00-1Q23 157 34.0 26.9 56.9
Greece 1Q00-1Q23 15.6 36.1 282 62.1
Portugal 1Q00-1Q23 97 239 186 426
Japan 1Q00-1Q23 39 71 5.8 132
China 1Q18-1Q23 52 14.1 6.2 204

Source: CEIC, J.P. Morgan

Changes in labor supply: fewer migrant workers

Migrant workers
Million persons, annual change Go-out workers
10 - m Local workers

.5
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Source: NBS, CEIC, J.P. Morgan
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Youth unemployment

Big change in employment structure in 2022 Urban employment declined in 2022

Total employment in China by industry Urban employment in China
Million persons Million persons, annual change
400 - . 15 -
Primary industry Tertiary
350 - 10 A
300 - 5 -
250 - 0 -
/”— 5
200 1 Secondary
150 ———r—r—r—r—r—r—r—r—r—r—Tr—r—r -10 -
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Source: NBS. Source:CEIC, J.P. Morgan

Increase in agricultural employment in 2022 The impact of demographic change

Retiring vs. new workers

Employment by sector

. ® Primary -
Million persons, annual change Secondary Million persons
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Source: NBS, CEIC, J.P. Morgan
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External challenges

China’s trade activity

China: merchandise exports and imports
USS$ billion,sa, 3mma
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New destination of exports

China exports to Africa, LatAm and Russia
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Export breakdown by region

Export breakdown by region
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New export product: auto

China automobile trade
US$, %oya, 3mma
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Policy easing: watch for concrete policy measures post-Politburo

Policy shift started in June; Politburo meeting laid out modestly positive policy signals

Fiscal: Tax and fee reduction / deferral for SMEs; acceleration in special local government bond
issuance; product-specific consumption support (NEW, home appliance, furniture)

Monetary: 10bp policy rate cut in June; strong credit in June; 200bn yuan new re-lending; 15bp MLF rate
cut in August followed by 10bp cut in 1Y LPR while 5Y LPR remained unchanged.

Housing: city-level housing policy relaxation; extension of 16 measures (liquidity support for developers)
Weaker-than-expected 2Q GDP and July data implies further policy easing, but no bazooka-like stimulus

Incentive: not similar urgency as in 2020 or 2022; 5% growth target may still be achievable though facing
higher uncertainty.

Ability: room for policy stimulus is more limited. Public debt (central government debt + local government
debt + LGFV debt) is now 95% of GDP; short-end policy rate is 1.8%; average RRR is 7.6%

Policy effectiveness: policy transmission tends to be weaker. Policy bias in favor of production and
supply, in favor of technology innovations and manufacturing upgrade is problematic and contributes to
deflation risk and high youth unemployment. On the positive side, the July Politburo meeting and a series
of policy meetings have focused on stabilizing the housing market, supporting consumption and restoring
confidence of private entrepreneurs. In the near term, concrete measures and implementation will be key.

Policy outlook

Fiscal: More likely using policy bank support, the central government may allow provincial governments
to use remaining room from local government debt ceiling to mitigate local government debt pressure

Monetary: 25bp RRR cut in 3Q; expand structural monetary policy instrument

Housing: further housing policy relaxation will likely be introduced in the coming weeks, e.g., relaxed
mortgage policy and relaxation in home purchase restrictions
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Fiscal policy
Breakdown of augmented fiscal deficit

Fiscal policy stance Augmented fiscal deficit and breakdown
% of GDP. both scales . | Fiscal balance LGB
’ % of GDP Special gov bond = LGFV borrowing
18 - Fiscal thrust - 10 16 1 = Net landsales Others (incl. policy banks)
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Source: CEIC, J.P. Morgan estimates Source: MOF, J.P. Morgan estimates

Local government funding sources Frontloaded fiscal policy

Local government funding sources China special LGB issuance
RMB, tn RMB bn
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Monetary policy

TSF growth and credit impulse

Through-the-cycle attenuation approach in policy rates in China

China: TSF growth and credit impulse Policy rates in the US vs. China
% JPM %p.a.
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Source: PBOC; J.P. Morgan Source: Federal Reserve Board, PBOC, J.P. Morgan

Money supply and loan growth Real rates in China: “Golden rule”

China: Money supply and loan growth China's "golden rule"
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Source: PBOC, J.P. Morgan Source: NBS, J.P. Morgan estimates
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Monetary policy
Recent policy rate cut

Policy rates in China RRR requirements
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Interest rate corridor Counter-cyclical market interest rates
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Exchange rate
US-China interest rate differentials

CNY exchange rates and USD DXY  creTsindex Exchange rate vs. interest rate differentials
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Current account surplus UST holding in FX reserves

China: Current account balance China’s holding of UST in FX reserves
US$hn, quarterly USD bn %
; Holding of UST - Share in FX reserves _
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Source: SAFE, J.P. Morgan Source: U.S. Department of the Treasury, SAFE, J.P. Morgan
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China’s long-term growth

China potential growth breakdown (JPM 2019 estimates)

“ Downward trend in potential growth
China's growth potential (1990-2035)
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Labor surplus to turn into labor deficit Investment return is easing

China's population growth China's capital stock
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China’s long-term growth

% Advantages ® Challenges
* Large domestic market ® US-China technology decoupling
u ComprehenSive manUfaCturing sector | Global Supp|y chain relocation
“ Engineering dividend ¥ Confidence of private entrepreneurs
“ Many innovative entrepreneurs ¥ Risk: TFP may come off quickly like
in 1989-91

Human capital growth MNCs’ perception of China

China's higher education How do US MNCs rank China in their global investment?
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350 - College enrollment - 12 60 - ®m Number 1 priority Top 3 priority
University students to
300 ~ 10,000 population - 10 50 -
B E——

250 N 8 40 .

200 A - 6 %0 -

150 4 Post-graduate enrollment -4 20 -

100 T 2

________________________ 10 -
50 '_q-'qg---T----_--—- : T T T T : T T T T : T 0
00 05 10 15 20 0 - -
Source: CEIC, J.P. Morgan 2020 2021 2022

Source: "China Business Report 2022", AmCham Shanghai, J.P. Morgan estimates

29 JPMorgan



Challenges ahead: Debt problem
Debt/GDP ratio in major economies

Debt/GDP ratio China's total non-financial debt
Trillion yuan %
%
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Government led the leverage increase High interest repayment burden may crowd out credit support

Breakdown of China's non-financial debt Interest repayment burden
% of GDP % of GDP %, both scales
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Challenges ahead: US-China relations

US-China bilateral trade

US public opinion on China has continued to turn more negative

Negative views of China continued to grow in the US Bilateral trade with the US
% unfavorable opinion of China among surveyed population %oya, 3mma Start of trade war
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Source: Pew Research Center

US Congress bills on China from 2023 What are Americans concerned about China?

US Congress bills on China (2023-24 onwards, by topics) Top concerns of American people on China
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Challenges ahead: Global supply chain relocation

% of correspondents that moved supply chain out of China

1 _
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Source: US-China Business Council
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US imports by country of origin

AmCham Survey (2022): Target destination for relocated capacity

AmCham Survey (2022): target destination for relocated capacity
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Challenges ahead: Global supply chain relocation

China exports to ASEAN and RoW

China exports to ASEAN vs. rest of world
Index, 2010=100, sa, 3mma
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China ODI to ASEAN for manufacturing sector (USD billion)
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Announcement of commodities contracts settled in non-USD

China-Russia bilateral trade dependence (%, 12mma)
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Challenges ahead: Global supply chain relocation

Breakdown of global payment currency (Dec 2022)
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US industrial policy and technology blockage

CFIUS number of notices and investigations
Wholesale and retail trade

1.4%
12%
1.0%

1.48%
0.8%
0.67%

China South
(comparative) Korea

0.6% 0.55%

I 0.50%

France

0.4% 0.41%

0.2%

0.0%

China

Note: Estimates only include instruments with sufficient data for quantification.
China estimates are conservative. Source: CSIS

0.41%

0.39%

Japan Germany Taiwan  United

States

I I 0.33%

Brazil

B China-specific factors
State investment funds
B Below-market credit
M Government support for R&D
M R&D taxincentives
M Other taxincentives

Direct subsidies

# of cases e .
mmm Mining, utilities and construction
250 - e Finance, information and services - 250
mmm Manufacturin
200 - cia 9 W I n - 200
150 - | - 150
100 - - 100
50 - - 50
0 A - 0

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

Source: CFIUS, J.P. Morgan

34

JPMorgan



Disclosures

Analysts' Compensation: The research analysts responsible for the preparation of this report receive compensation based upon various factors, including the quality and accuracy of
research, client feedback, competitive factors, and overall firm revenues.

Other Disclosures

J.P. Morgan is a marketing name for investment banking businesses of JPMorgan Chase & Co. and its subsidiaries and affiliates worldwide.

UK MIFID FICC research unbundling exemption: UK clients should refer to UK MIFID Research Unbundling exemption for details of JPMorgan’s implementation of the FICC
research exemption and guidance on relevant FICC research categorisation.

Any long form nomenclature for references to China; Hong Kong; Taiwan; and Macau within this research material are Mainland China; Hong Kong SAR (China); Taiwan (China);
and Macau SAR (China).

J.P. Morgan Research may, from time to time, write on issuers or securities targeted by economic or financial sanctions imposed or administered by the governmental authorities of
the U.S., EU, UK or other relevant jurisdictions (Sanctioned Securities). Nothing in this report is intended to be read or construed as encouraging, facilitating, promoting or
otherwise approving investment or dealing in such Sanctioned Securities. Clients should be aware of their own legal and compliance obligations when making investment decisions.

Any digital or crypto assets discussed in this research report are subject to a rapidly changing regulatory landscape. For relevant regulatory advisories on crypto assets, including

bitcoin and ether, please see https:/www.jpmorgan.com/disclosures/cryptoasset-disclosure.

The author(s) of this research report may not be licensed to carry on regulated activities in your jurisdiction and, if not licensed, do not hold themselves out as being able to do so.

Exchange-Traded Funds (ETFs): J.P. Morgan Securities LLC (“JPMS”) acts as authorized participant for substantially all U.S.-listed ETFs. To the extent that any ETFs are
mentioned in this report, JPMS may earn commissions and transaction-based compensation in connection with the distribution of those ETF shares and may earn fees for performing
other trade-related services, such as securities lending to short sellers of the ETF shares. JPMS may also perform services for the ETFs themselves, including acting as a broker or
dealer to the ETFs. In addition, affiliates of JPMS may perform services for the ETFs, including trust, custodial, administration, lending, index calculation and/or maintenance and
other services.

Changes to Interbank Offered Rates (IBORs) and other benchmark rates: Certain interest rate benchmarks are, or may in the future become, subject to ongoing international,
national and other regulatory guidance, reform and proposals for reform. For more information, please consult:

https://www.jpmorgan.com/global/disclosures/interbank offered rates

Private Bank Clients: Where you are receiving research as a client of the private banking businesses offered by JPMorgan Chase & Co. and its subsidiaries (“J.P. Morgan Private
Bank”), research is provided to you by J.P. Morgan Private Bank and not by any other division of J.P. Morgan, including, but not limited to, the J.P. Morgan Corporate and
Investment Bank and its Global Research division.

Legal entity responsible for the production and distribution of research: The legal entity identified below the name of the Reg AC Research Analyst who authored this material
is the legal entity responsible for the production of this research. Where multiple Reg AC Research Analysts authored this material with different legal entities identified

35 JPMorgan



Disclosures

below their names, these legal entities are jointly responsible for the production of this research. Research Analysts from various J.P. Morgan affiliates may have contributed to the
production of this material but may not be licensed to carry out regulated activities in your jurisdiction (and do not hold themselves out as being able to do so). Unless otherwise
stated below, this material has been distributed by the legal entity responsible for production. If you have any queries, please contact the relevant Research Analyst in your
jurisdiction or the entity in your jurisdiction that has distributed this research material.

*Legal Entities Disclosures and Country-/Region-Specific Disclosures:

*Argentina: JPMorgan Chase Bank N.A Sucursal Buenos Aires is regulated by Banco Central de la Reptiblica Argentina (“BCRA”- Central Bank of Argentina) and Comision
Nacional de Valores (“CNV”- Argentinian Securities Commission” - ALYC y AN Integral N°51). Australia: J.P. Morgan Securities Australia Limited (“JPMSAL”) (ABN 61 003
245 234/AFS Licence No: 238066) is regulated by the Australian Securities and Investments Commission and is a Market, Clearing and Settlement Participant of ASX Limited and
CHI-X. This material is issued and distributed in Australia by or on behalf of JPMSAL only to "wholesale clients" (as defined in section 761G of the Corporations Act 2001). A list
of all financial products covered can be found by visiting https:/www.jpmm.com/research/disclosures. J.P. Morgan seeks to cover companies of relevance to the domestic and
international investor base across all Global Industry Classification Standard (GICS) sectors, as well as across a range of market capitalisation sizes. If applicable, in the course of
conducting public side due diligence on the subject company(ies), the Research Analyst team may at times perform such diligence through corporate engagements such as site visits,
discussions with company representatives, management presentations, etc. Research issued by JPMSAL has been prepared in accordance with J.P. Morgan Australia’s Research
Independence Policy which can be found at the following link: J.P. Morgan Australia - Research Independence Policy. Brazil: Banco J.P. Morgan S.A. is regulated by the Comissao
de Valores Mobiliarios (CVM) and by the Central Bank of Brazil. Ombudsman J.P. Morgan: 0800-7700847 / ouvidoria.jp.morgan@jpmorgan.com. Canada: J.P. Morgan Securities
Canada Inc. is a registered investment dealer, regulated by the Canadian Investment Regulatory Organization and the Ontario Securities Commission and is the participating member
on Canadian exchanges. This material is distributed in Canada by or on behalf of J.P.Morgan Securities Canada Inc. Chile: Inversiones J.P. Morgan Limitada is an unregulated entity
incorporated in Chile. China: J.P. Morgan Securities (China) Company Limited has been approved by CSRC to conduct the securities investment consultancy business. Dubai
International Financial Centre (DIFC): JPMorgan Chase Bank, N.A., Dubai Branch is regulated by the Dubai Financial Services Authority (DFSA) and its registered address is
Dubai International Financial Centre - The Gate, West Wing, Level 3 and 9 PO Box 506551, Dubai, UAE. This material has been distributed by JP Morgan Chase Bank, N.A.,
Dubai Branch to persons regarded as professional clients or market counterparties as defined under the DFSA rules. European Economic Area (EEA): Unless specified to the
contrary, research is distributed in the EEA by J.P. Morgan SE (“JPM SE”), which is subject to prudential supervision by the European Central Bank (“ECB”) in cooperation with
BaFin and Deutsche Bundesbank in Germany. JPM SE is a company headquartered in Frankfurt with registered address at TaunusTurm, Taunustor 1, Frankfurt am Main, 60310,
Germany. The material has been distributed in the EEA to persons regarded as professional investors (or equivalent) pursuant to Art. 4 para. 1 no. 10 and Annex II of MiFID II and
its respective implementation in their home jurisdictions (“EEA professional investors”). This material must not be acted on or relied on by persons who are not EEA professional
investors. Any investment or investment activity to which this material relates is only available to EEA relevant persons and will be engaged in only with EEA relevant persons.
Hong Kong: J.P. Morgan Securities (Asia Pacific) Limited (CE number AAJ321) is regulated by the Hong Kong Monetary Authority and the Securities and Futures Commission in
Hong Kong, and J.P. Morgan Broking (Hong Kong) Limited (CE number AAB027) is regulated by the Securities and Futures Commission in Hong Kong. JP Morgan Chase Bank,
N.A., Hong Kong Branch (CE Number AAL996) is regulated by the Hong Kong Monetary Authority and the Securities and Futures Commission, is organized under the laws of the
United States with limited liability. Where the distribution of this material is a regulated activity in Hong Kong, the material is distributed in Hong Kong by or through J.P. Morgan
Securities (Asia Pacific) Limited and/or J.P. Morgan Broking (Hong Kong) Limited. India: J.P. Morgan India Private Limited (Corporate Identity Number -
U67120MH1992FTC068724), having its registered office at J.P. Morgan Tower, Off. C.S.T. Road, Kalina, Santacruz - East, Mumbai — 400098, is registered with the Securities and
Exchange Board of India (SEBI) as a ‘Research Analyst’ having registration number INH000001873. J.P. Morgan India Private Limited is also registered with SEBI as a member of
the National Stock Exchange of India Limited and the Bombay Stock Exchange Limited (SEBI Registration Number — INZ000239730) and as a Merchant Banker (SEBI
Registration Number - MB/INM000002970). Telephone: 91-22-6157 3000, Facsimile: 91-22-6157 3990 and Website: http://www.jpmipl.com. JPMorgan Chase Bank, N.A. -
Mumbai Branch is licensed by the Reserve Bank of India (RBI) (Licence No. 53/ Licence No. BY.4/94; SEBI - IN/CUS/014/ CDSL : IN-DP-CDSL-444-2008/ IN-DP-NSDL-285-
2008/ INBI00000984/ INE231311239) as a Scheduled Commercial Bank in India, which is its primary license allowing it to carry on Banking business in India and other activities,
which a Bank branch in India are permitted to undertake. For non-local research material, this material is not distributed in India by J.P. Morgan India Private Limited. Compliance
Officer: Spurthi Gadamsetty; spurthi.gadamsetty@jpmchase.com; +912261573225. Grievance Officer: Ramprasadh K, jpmipl.research.feedback@jpmorgan.com; +912261573000.

36 JPMorgan



Disclosures

Investment in securities market are subject to market risks. Read all the related documents carefully before investing. Registration granted by SEBI and
certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors.

*Indonesia: PT J.P. Morgan Sekuritas Indonesia is a member of the Indonesia Stock Exchange and is registered and supervised by the Otoritas Jasa Keuangan (OJK). Korea: J.P.
Morgan Securities (Far East) Limited, Seoul Branch, is a member of the Korea Exchange (KRX). JPMorgan Chase Bank, N.A., Seoul Branch, is licensed as a branch office of
foreign bank (JPMorgan Chase Bank, N.A.) in Korea. Both entities are regulated by the Financial Services Commission (FSC) and the Financial Supervisory Service (FSS). For
non-macro research material, the material is distributed in Korea by or through J.P. Morgan Securities (Far East) Limited, Seoul Branch. Japan: JPMorgan Securities Japan Co., Ltd.
and JPMorgan Chase Bank, N.A., Tokyo Branch are regulated by the Financial Services Agency in Japan. Malaysia: This material is issued and distributed in Malaysia by
JPMorgan Securities (Malaysia) Sdn Bhd (18146-X), which is a Participating Organization of Bursa Malaysia Berhad and holds a Capital Markets Services License issued by the
Securities Commission in Malaysia. Mexico: J.P. Morgan Casa de Bolsa, S.A. de C.V.and J.P. Morgan Grupo Financiero are members of the Mexican Stock Exchange and are
authorized to act as a broker dealer by the National Banking and Securities Exchange Commission. New Zealand: This material is issued and distributed by JPMSAL in New
Zealand only to "wholesale clients" (as defined in the Financial Markets Conduct Act 2013). JPMSAL is registered as a Financial Service Provider under the Financial Service
providers (Registration and Dispute Resolution) Act of 2008. Pakistan: J. P. Morgan Pakistan Broking (Pvt.) Ltd is a member of the Karachi Stock Exchange and regulated by the
Securities and Exchange Commission of Pakistan. Philippines: J.P. Morgan Securities Philippines Inc. is a Trading Participant of the Philippine Stock Exchange and a member of
the Securities Clearing Corporation of the Philippines and the Securities Investor Protection Fund. It is regulated by the Securities and Exchange Commission. Russia: CB J.P.
Morgan Bank International LLC is regulated by the Central Bank of Russia. Singapore: This material is issued and distributed in Singapore by or through J.P. Morgan Securities
Singapore Private Limited (JPMSS) [MCI (P) 030/08/2023 and Co. Reg. No.: 199405335R], which is a member of the Singapore Exchange Securities Trading Limited, and/or
JPMorgan Chase Bank, N.A., Singapore branch (JPMCB Singapore), both of which are regulated by the Monetary Authority of Singapore. This material is issued and distributed in
Singapore only to accredited investors, expert investors and institutional investors, as defined in Section 4A of the Securities and Futures Act, Cap. 289 (SFA). This material is not
intended to be issued or distributed to any retail investors or any other investors that do not fall into the classes of “accredited investors,” “expert investors” or “institutional
investors,” as defined under Section 4A of the SFA. Recipients of this material in Singapore are to contact JPMSS or JPMCB Singapore in respect of any matters arising from, or in
connection with, the material. As at the date of this material, JPMSS is a designated market maker for certain structured warrants listed on the Singapore Exchange where the
underlying securities may be the securities discussed in this material. Arising from its role as a designated market maker for such structured warrants, JPMSS may conduct hedging
activities in respect of such underlying securities and hold or have an interest in such underlying securities as a result. The updated list of structured warrants for which JPMSS acts
as designated market maker may be found on the website of the Singapore Exchange Limited: http:/www.sgx.com. South Africa: J.P. Morgan Equities South Africa Proprietary
Limited and JPMorgan Chase Bank, N.A., Johannesburg Branch are members of the Johannesburg Securities Exchange and are regulated by the Financial Services Board. Taiwan:
J.P. Morgan Securities (Taiwan) Limited is a participant of the Taiwan Stock Exchange (company-type) and regulated by the Taiwan Securities and Futures Bureau. Material relating
to equity securities is issued and distributed in Taiwan by J.P. Morgan Securities (Taiwan) Limited, subject to the license scope and the applicable laws and the regulations in Taiwan.
According to Paragraph 2, Article 7-1 of Operational Regulations Governing Securities Firms Recommending Trades in Securities to Customers (as amended or supplemented)
and/or other applicable laws or regulations, please note that the recipient of this material is not permitted to engage in any activities in connection with the material that may give rise
to conflicts of interests, unless otherwise disclosed in the “Important Disclosures” in this material. Thailand: This material is issued and distributed in Thailand by JPMorgan
Securities (Thailand) Ltd., which is a member of the Stock Exchange of Thailand and is regulated by the Ministry of Finance and the Securities and Exchange Commission, and its
registered address is 3rd Floor, 20 North Sathorn Road, Silom, Bangrak, Bangkok 10500. UK: Unless specified to the contrary, research is distributed in the UK by J.P. Morgan
Securities plc (“JPMS plc”) which is a member of the London Stock Exchange and is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct
Authority and the Prudential Regulation Authority. JPMS plc is registered in England & Wales No. 2711006, Registered Office 25 Bank Street, London, E14 5JP. This material is
directed in the UK only to: (a) persons having professional experience in matters relating to investments falling within article 19(5) of the Financial Services and Markets Act 2000
(Financial Promotion) (Order) 2005 (“the FPO”); (b) persons outlined in article 49 of the FPO (high net worth companies, unincorporated associations or partnerships, the trustees of
high value trusts, etc.); or (c) any persons to whom this communication may otherwise lawfully be made; all such persons being referred to as "UK relevant persons". This material
must not be acted on or relied on by persons who are not UK relevant persons. Any investment or investment activity to which this material relates is only available to UK relevant
persons and will be engaged in only with UK relevant persons. Research issued by JPMS plc has been prepared in accordance with JPMS plc's policy for prevention and avoidance
of conflicts of interest related to the production of Research which can be found at the following link: J.P. Morgan EMEA -

37 JPMorgan



Disclosures

Research Independence Policy. U.S.: J.P. Morgan Securities LLC (“JPMS”) is a member of the NYSE, FINRA, SIPC, and the NFA. JPMorgan Chase Bank, N.A. is a member of the
FDIC. Material published by non-U.S. affiliates is distributed in the U.S. by JPMS who accepts responsibility for its content.

General: Additional information is available upon request. The information in this material has been obtained from sources believed to be reliable. While all reasonable care has
been taken to ensure that the facts stated in this material are accurate and that the forecasts, opinions and expectations contained herein are fair and reasonable, JPMorgan Chase &
Co. or its affiliates and/or subsidiaries (collectively J.P. Morgan) make no representations or warranties whatsoever to the completeness or accuracy of the material provided, except
with respect to any disclosures relative to J.P. Morgan and the Research Analyst's involvement with the issuer that is the subject of the material. Accordingly, no reliance should be
placed on the accuracy, fairness or completeness of the information contained in this material. There may be certain discrepancies with data and/or limited content in this material as
a result of calculations, adjustments, translations to different languages, and/or local regulatory restrictions, as applicable. These discrepancies should not impact the overall
investment analysis, views and/or recommendations of the subject company(ies) that may be discussed in the material. J.P. Morgan accepts no liability whatsoever for any loss
arising from any use of this material or its contents, and neither J.P. Morgan nor any of its respective directors, officers or employees, shall be in any way responsible for the contents
hereof, apart from the liabilities and responsibilities that may be imposed on them by the relevant regulatory authority in the jurisdiction in question, or the regulatory regime
thereunder. Opinions, forecasts or projections contained in this material represent J.P. Morgan's current opinions or judgment as of the date of the material only and are therefore
subject to change without notice. Periodic updates may be provided on companies/industries based on company-specific developments or announcements, market conditions or any
other publicly available information. There can be no assurance that future results or events will be consistent with any such opinions, forecasts or projections, which represent only
one possible outcome. Furthermore, such opinions, forecasts or projections are subject to certain risks, uncertainties and assumptions that have not been verified, and future actual
results or events could differ materially. The value of, or income from, any investments referred to in this material may fluctuate and/or be affected by changes in exchange rates. All
pricing is indicative as of the close of market for the securities discussed, unless otherwise stated. Past performance is not indicative of future results. Accordingly, investors may
receive back less than originally invested. This material is not intended as an offer or solicitation for the purchase or sale of any financial instrument. The opinions and
recommendations herein do not take into account individual client circumstances, objectives, or needs and are not intended as recommendations of particular securities, financial
instruments or strategies to particular clients. This material may include views on structured securities, options, futures and other derivatives. These are complex instruments, may
involve a high degree of risk and may be appropriate investments only for sophisticated investors who are capable of understanding and assuming the risks involved. The recipients
of this material must make their own independent decisions regarding any securities or financial instruments mentioned herein and should seek advice from such independent
financial, legal, tax or other adviser as they deem necessary. J.P. Morgan may trade as a principal on the basis of the Research Analysts’ views and research, and it may also engage
in transactions for its own account or for its clients” accounts in a manner inconsistent with the views taken in this material, and J.P. Morgan is under no obligation to ensure that such
other communication is brought to the attention of any recipient of this material. Others within J.P. Morgan, including Strategists, Sales staff and other Research Analysts, may take
views that are inconsistent with those taken in this material. Employees of J.P. Morgan not involved in the preparation of this material may have investments in the securities (or
derivatives of such securities) mentioned in this material and may trade them in ways different from those discussed in this material. This material is not an advertisement for or
marketing of any issuer, its products or services, or its securities in any jurisdiction.

*Confidentiality and Security Notice: This transmission may contain information that is privileged, confidential, legally privileged, and/or exempt from disclosure under applicable
law. If you are not the intended recipient, you are hereby notified that any disclosure, copying, distribution, or use of the information contained herein (including any reliance
thereon) is STRICTLY PROHIBITED. Although this transmission and any attachments are believed to be free of any virus or other defect that might affect any computer system into
which it is received and opened, it is the responsibility of the recipient to ensure that it is virus free and no responsibility is accepted by JPMorgan Chase & Co., its subsidiaries and
affiliates, as applicable, for any loss or damage arising in any way from its use. If you received this transmission in error, please immediately contact the sender and destroy the
material in its entirety, whether in electronic or hard copy format. This message is subject to electronic monitoring: https://www.jpmorgan.com/disclosures/email

*MSCI: Certain information herein (“Information”) is reproduced by permission of MSCI Inc., its affiliates and information providers (“MSCI”) ©2023. No reproduction or
dissemination of the Information is permitted without an appropriate license. MSCI MAKES NO EXPRESS OR IMPLIED WARRANTIES (INCLUDING MERCHANTABILITY
OR FITNESS) AS TO THE INFORMATION AND DISCLAIMS ALL LIABILITY TO THE EXTENT PERMITTED BY LAW. No Information constitutes investment advice,
except for any applicable Information from MSCI ESG Research. Subject also to msci.com/disclaimer

38 JPMorgan



Disclosures

"Other Disclosures" last revised August 05, 2023.

Copyright 2023 JPMorgan Chase & Co. All rights reserved. This material or any portion hereof may not be reprinted, sold or redistributed without the written consent of
J.P. Morgan.

Completed 23 Aug 2023 07:29 PM HKT 39 Disseminated 23 Aug 2023 07:31 PM HKT JP M()rgan



	Slide 1
	Executive summary
	China economic outlook
	China economic outlook (2)
	Slide 5
	Slide 6
	Market concerns
	Slide 8
	Slide 9
	Slide 10
	Slide 11
	Slide 12
	Slide 13
	Slide 14
	Slide 15
	Slide 16
	Slide 17
	China’s Japanification risk
	China’s Japanification risk (2)
	Youth unemployment
	Youth unemployment (2)
	Slide 22
	Policy easing: watch for concrete policy measures post-Politbur
	Slide 24
	Slide 25
	Slide 26
	Slide 27
	China’s long-term growth
	China’s long-term growth (2)
	Challenges ahead: Debt problem
	Challenges ahead: US-China relations
	Challenges ahead: Global supply chain relocation
	Challenges ahead: Global supply chain relocation (2)
	Challenges ahead: Global supply chain relocation (3)
	Disclosures
	Disclosures (2)
	Disclosures (3)
	Disclosures (4)
	Disclosures (5)

